The mantra of inclusive growth is taking over the public policy debates addressing poverty alleviation and sustained development in the developing world. In order to reduce poverty substantially, rapid pace of growth is not only necessary, but it should be sustainable in the long run and broad-based across sectors, nonetheless, inclusive of country's labour force at large. Poverty and growth were much discussed and analysed in separation by policymakers in the previous decades. Inclusive growth strategy is an integration of these two strands of analyses implying relationship between the macro and micro determinants of growth. This paper examines the nature of relationship between the macroeconomic and social-development indicators by using a Multiple Regression Framework and Vector Auto Regression Model, as proposed by TodaYamamoto, is used to determine the direction of causality between the key macroeconomic variables of Pakistan over the period of 1997
Introduction
The mantra of inclusive growth is taking over the public policy debates addressing poverty alleviation and sustained development in the developing world. In the last decade, the Asian countries especially China and India have maintained a rapid and sustainable economic growth. 1 The double digit growth of these elephant economies on one hand surprised the world with overall increase in the GDP, and per capita income, but on the other hand there has been a persistent negative impact on the income distribution. 2 Poverty and growth which is much discussed and analyzed in separation by policymakers before and somewhat after Washington Consensus. The policy-makers have been once again challenged to gear the public policies towards a growth which is market led in nature, broad based in terms of Pakistan has a growth rate of 4.1% in 2009-10 after turbulence of economic growth of two years. 3 From the experience of Pakistan and other developing countries, it can be inferred that "period of high economic growth occurred at the expense of macroeconomic stability, but did not produced the desired outcomes with regards to poverty reduction in a sustainable manner." 4 It poses the question that how we can make growth more inclusive? How can be the dividend of the growth is accessible to large segment of the population? How policymakers can stimulate the markets led growth and also protect the vulnerable segment of the society in Pakistan.
This paper critically examines different growth paradigm offered to the developing countries by developed countries and its affiliated agencies and financial institutions. The preWashington Consensus economic policies and post-Washington Consensus pro-poor growth policies have been compared and contrasted to conclude the weakness of Inclusive growth paradigm and suggests that how it weaknesses can be addressed through review of the propoor goals of Post Washington Consensus (PWC).
Data from 1997-98 to 2009-10 have been regressed to observe the existing trends of pro-poor growth mechanism in Pakistan. An index for social development has been devised, based on health, education, governance and demographical indicators, to examine the establishment of effective human capital, which in turn leads to labor-inclusive pro-poor growth. The study
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applies Modified WALD test, as proposed by Toda and Yamamoto (1995) , on the Vector Autoregression Model designed in subsequent sections, estimated through seemingly Unrelated Regression analysis. Existence of a unidirectional causal relationship from economic growth to social development has been examined, which satiates the hypothesis of deliverance of inclusive growth by producing highly-skilled, healthy and effective labour force.
Finally, the paper also suggested a set of strategies for policymakers in Pakistan to identify and prioritize the Pakistan specific constraints to sustained and inclusive growth.
Review of Literature: Historical Perspective
It was in the late 1950s and early 1970s that the growth theories were dominated by the influential work of Kuznets (1955) and Robert Solow (1956) growth models which depicted the relationship between economic growth, inequality and poverty. The discovery of Kuznets' U shaped relationship between income inequality and economic growth in poor countries suggested that economic growth will lead to greater income inequalities, followed by decrease in this inequality provided economy continued to grow; for this continued economic growth countries had to shift from agriculture to industrial sector as there is a little variation in agricultural income as compared to industrial income. According to the framework of Convergence explained by Solow Growth Model, the developing economies contain a tendency to converge to developed economies by maintaining higher levels of growth, forced through equalization of marginal returns of factors of production between developing and developed economies, as the country progresses. Subsequently, Government and International Financial Institutions under this context of "big push" formulated policies of development for infrastructure and capital building projects in the developing countries.
By late 1970s and 1980s, the policy prescription from these models were realized as false Page5 hope, as neither these poor countries converged with developed countries, and nor income inequality reduced.
With the displacement of Keynesianism and the rise of monetarism and new classical economics, development theory shifted towards the so called phenomena of trickle down proposition. The proponent of "free market" policies this time offered this paradigm for poverty alleviation and better income distribution with strong argument that government intervention was reason of failure. Washington Consensus (WC) type economic policies were prescribed to "operationalize" the trickle down proposition. Dani Roderick explains WC policies as ""Stabilize, Privatize, and Liberalize" became the mantra of a generation of technocrats who cut their teeth in the developing world and of the political leaders they counselled." 5 By early 1990s, the prescribed policies were immensely criticised by all spheres of life and International financial institutions were once again assigned to provide policies to deal with the problem of inequality and poverty reduction.
Millennium Development Goals (MDGs) 6 were the new shift from the Washington Consensus type economic policies, and emerged as pro-poor alternative. However, as we are reaching close to the timeline to achieve the goals set by MDGs, and there is another apparent failure. "The scale of the task of achieving the Millennium Development Goals (MDGs) is daunting. The region is home to more than 900 million poor comprising more than two-thirds of the world's population in extreme poverty." 7 (ADB 2010)
In late 1990s, debates about growth and inequalities tended to focus on the concept of propoor growth. The earlier notion of poverty reduction and redistribution as a by-product of growth and macroeconomic stability was disqualified. Mainstream admitted that "Instead, poverty has to be addressed directly through a dedicated set of economic and social tools. The
International Financial Institutions also had to confront claims that inequality is harmful because it induces political and economic instability and, in extreme cases, political violence and civil war." 8 The two different definition of pro-poor growth (Kakwani, Khandker and Son, 2004 and Kakwani and Pernia 2000 , Baulch and McCullock, 2000 , Ravallion, 2004 Ravallion and Chen, 2003 , Besley and Cord, 2007 , and McKinley, 2009 were presented by Nanak Kakwani and Martin Ravallion. According to Kakwani ""pro-poor growth" means that poverty falls more than it would have if all incomes had grown at the same rate." 9 This definition prioritizes the concept of relative improvement in the poor's condition. It advocates the growth that can promote equity, so the criteria for selection of economic policies will be equity; hence all those policies which promote equity are "pro-poor". According to Ravallion ""pro-poor growth" is growth that reduces poverty." 10 His definition is in absolute term, which focuses on absolute improvement of living standard of poor, without considering inequality. In this case equity has instrumental value, and it is a non-perverse type of growth. 11 So in this case equity will be applied if it can enhance the impact of economic policies which target poverty alleviation ─ as in case of China where growth lead to decrease in the poverty but not to inequality. Both these definitions over time seems similar as both tended to reach on an agreement to reduce the poverty at the maximum level. "And for this goal, they have tended to agree that both faster growth (implying absolute improvements) and greater equity (implying relative Improvements) should be priorities" (MacKinely, 2009, pg. 6 Page7 economic efficiency loss. So the shift from goal of reducing poverty through the principle of equity has been shifted to principle of growth as logical consequence of this discussion.
With the departure of the equity from these debates and rise of definition of absolute pro-poor growth, World Bank and Commission on Growth and Development (CGD) 12 -Group, described the growth and social development in the following way:
"Growth is not an end in itself. But it makes it possible to achieve other important objectives of individuals and societies. It can spare people en masse from poverty and drudgery.
Nothing else ever has. It also creates the resources to support health care, education, and the other Millennium Development Goals to which the world has committed itself. In short, we take the view that growth is a necessary, if not sufficient, condition for broader development, enlarging the scope for individuals to be productive and creative." Inclusive growth strategy is an integration of two strands of analyses i.e. Poverty and growth, which implies relationship between the macro and micro determinants of growth. 16 The paradigm of Inclusive growth can be defined as to reduce poverty substantially, rapid pace of growth is not only necessary, but it should be sustainable in the long run and broad-based across sectors, nonetheless, inclusive of country's labour force at large. 
Page9
Inclusive growth paradigm is has two distinct feature, first as it is based on the successful growth experience of the development countries around the world. Second, it is not only identical with post-Washington Consensus (see fig. 1 ) but also have similarity of "big push" model led by government for the development for growth -which demands "public sector investment in infrastructure and physical and human capital, including roads, ports, airports, power, telecommunications, health and education especially for girls." 
Governance Indicator
This indicator includes different modes of public spending, with focus on the fundamental needs of people. Public spending on health, on education and military expenditure, as percentage of GDP, aides in determining the public priorities, meaning thereby the governments focus on provision of social amenities.
The intuitive explanation of variables explained above, delineates a positive relationship between individual variable and economic growth. As it can be addressed that an improved health index, owing to the better provision of health services, can be examined by periodic movement of the variables in this index. By looking into the raw data, it is viewed that crude birth rate and crude death rate are declining over time, meaning thereby that the prevailing problem of significantly high population growth may eventually be controlled. Likewise the increase in life expectancy at birth, and hospital beds, and decrease in infant mortality also portray an improved health sector. But these variables individually can not account for a significant impact on economic growth, whereas an overall improved health index is supposed to be augmenting the economic growth process by means of effective human capital 26 .
However, this generalization excludes the expenditure on military and defense, as apparently the defense expenditure bears the opportunity cost of expenditure on other pro-poor sectors.
The defense expenditure may be considered as a non-development expenditure due to its incapability of directly impacting the economic growth of any economy. The portion of economic growth owing to the improvement in health index, can thereby be regarded as the Standardization of the variables has been formed based on the methodology explained by Mazumdar (1996) 31 :
INDEX FOR SOCIAL DEVELOPMENT
Where X i min and X i max are the minimum and maximum values of i th series, respectively.
METHODOLOGY
The paper discusses causal relationship between economic growth and social development by 
Functional Form and Multiple Linear Regression
Based on the above discussion, the functional form of model is devised as follows:
Where PCI t is the per-capita income (proxy for economic growth), H t explains the health indicator, E t relates to the education indicator, G t measures the index for governance and D t is the indicator of demographical conditions of the economy, where education index contains cumulative teachers per 1000 cumulative students.
The indices for each variable are designed by using the Principal Component Analysis and the multiple linear regression model is framed as follows:
Where ( = 1,2,3 4), explains the average change in PCI caused by average change in the i th variable over the unitary time movement, holding all else constant, and u t , the error term, explains the change in dependent variable by any regressing factors other than those included in the model. The estimated model is given in equation (3): Amid this problem of determination in the direction of causality, the Index for Social Development is formed by using PCA, based on the variables discussed above, so that the functional form for Vector Autoregressive Model is given as:
Development devised in the previous section.
Order of Integration
The order of integration for respective series is determined by using The study follows the model proposed by Wolde-Rufael (2008) 38 : According to the Akaike and Schwarz Information criteria the optimal log-length for the model is 1 (i.e. k=1) and the highest order of integration has been determined at 2 (i.e d max =2, and k+d max =3), thereby formulating the estimated model as follows: 
38 Ibid.
Page19 Table-2 The results for the Modified WALD test, as proposed by Toda and Yamamoto, suggest that there is unidirectional causality from per-capita income to the index for social development, but vicé versa is not true. In other words, there exists a unidirectional relationship from Economic Growth to the Social Development of society, and based on the past trends examined by this study, a persistent increase in the economic growth, will eventually lead to an increased social development.
It may therefore be inferred, that according to the available statistics, over the given period of time, economic growth resulted in better education by means of high literacy rates, improved strength of enrolment and teachers in lower education sector, improved health services by means of reduced death rates, controlled birth rates and increased availability of health services to the lower income group, and relatively higher opportunities of employment (as the increase in labor force supersedes the increase in unemployment rate, which means that the marginal increase in labor force through high population growth rate is being absorbed by the improved employment scenario in economy).
An overall impact of economic growth can be dealt as an increase in Inclusive growth by effectively improving the overall scenario in the market for factors of production, which includes generating effective human capital, transforming to more capital intensive techniques of production through highly skilled labor, and establishing a significant entrepreneurial sector by the comparatively more literate human capital. Pakistan and its neighbors emerging Asian economies feel the positive thrust of inclusive growth, which is demanding broad based expansion of opportunities and enhancement of the capabilities at economy wide with entailment at household level. Public policy intervention should be exercised for circumstance-based disadvantaged ensuring level playing field for the empowerment of people to explore and utilize the opportunity produced by sustainable growth.
Based on the finding an interesting implication that can be drawn from results discussed in earlier sections, deals with the negativity of coefficient for governance indicator. Though, the variables included in this indicator make it a politics-free variable, by considering only public
expenditure, yet the inferences that can be drawn are not really free of politics. An overall negative impact of public expenditure on education, health and defense, does not satiate the rational myths of Inclusive growth. However, if the indicator is dealt in opportunity cost terms, the inference starts making sense. Amid the security threats, inter-regional and intraregional, Pakistan has been maintaining a competitively large army, but the results of this study suggest that opportunity cost of maintaining a massive military-budget is occurring to be too high for Pakistan by exposing its effective labor, or in a broader sense, inclusive growth at stake.
Hence, an intuitive resolution is to revisit the focus of public expenditure and construct a mechanism prone to the pro-poor sector by investing more into two core sectors of the economy; health and education. Reforms related to governance, public policies and institutions which deal with economics should be addressed systematically. An active and enlightened Pakistan is needed to bind with private sector to drive growth for the happiness and prosperity that is shared among its people.
